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Finance ministers from a broad spectrum of industrial and developing nations are in agreement
that additional steps must be taken to assist poor countries and that increased flexibility must be
considered in refinancing the debt of middle-income debtor nations. Statements to this effect were
delivered in Washington at the April 6-10 semi-annual World Bank and International Monetary
Fund (IMF) meetings, following conclusions reached by the IMF staff and individual creditor nations
that despite progress in recent months, for many of the poorest countries it is impossible to make
economic reforms without some form of debt relief.
April 8: According to World Bank president Barber Conable, the world community must provide
additional support to halt increasing levels of poverty that currently threaten not only the poorest
nations of sub-Saharan Africa, but also some of the heavily- indebted middle income countries. In
these countries "the loss of development momentum and the slippage on poverty alleviation," has
been devastating, Conable said in a meeting of the Group of 24. The Group of 24 (G-24) consists of
finance ministers from developing country members of the International Monetary Fund (IMF) that
meet periodically to determine positions representing a larger group of developing nations.
Next, Conable said the World Bank must increase its efforts to strengthen loan programs which
"provide the basis for improved incomes and enhanced quality of life, including greater protection
of vulnerable groups during the adjustment process." The G-24 meeting was part of the semi-annual
IMF-World Bank meetings. A key issue for G-24, and other ministers attending the meeting was
how to sustain current economic growth in developing countries while they make the necessary
adjustments toward promoting growth over the longer term.
Conable stated he would report to the joint IMF-World Bank Development Committee on April 10
on the need for additional financial resources "to ease the debt burden, to stimulate investment...
(and) to permit adequate attention to environmental issues to complement concerns for growth
and poverty alleviation." The Bank official, however, admitted that "the overall resource picture is
generally weak. Virtually all major sources of finance for development are stagnant or declining.
This problem can only be addressed by concerted efforts on the part of all concerned."
For Conable, poverty alleviation will also require that industrial nations keep their markets open
to developing country goods, and restructure agricultural policies that inhibit developing nations'
agricultural exports. At a separate briefing, Development Committee chairman Bernard Chidzero,
Zimbabwean Finance Minister, said that not only have industrial country agricultural subsidies
blocked developing country exports, but food aid has discouraged the development of local
production. He pointed out that countries continue to grapple with the debt problem and global
economic coordination, but progress remains elusive. According to Chidzero, the Baker Plan was a
"much needed" initiative, and should be encouraged, although "a long way still has to be traveled."
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Specifically, he said that the commercial banks must be more forthcoming with resources and that
the financial resources of the World Bank must be expanded. He stated that it is unrealistic to expect
debtor nations to make meaningful structural adjustments a key element of the US Baker Plan
without additional financing. In a communique released late April 8, the G-24 stopped just short of
rejecting the Baker Plan, and called for "some kind of debt relief and a new attitude on the part of
the banks."
The statement emphasized that debtor nations and creditor banks must explore and develop
realistic instruments for debt restructuring, including among other possibilities, new market
mechanisms, debt-equity swaps, capitalization of interest, and write-offs. The communique also
stressed that debtor nations have not yet regained access to capital markets, and that it is not
possible for these countries to improve their growth performance in the current environment.
Svetozar Rikanovic, chairman of the Group of 24 and Finance Minister of Yugoslavia, told reporters
after the communique was released that he would urge the Development Committee and Interim
Committee policy-making body of the IMF to consider specific proposals. Among these proposals
were a) examining the possibilities of a new approach with respect to the existing stock of debt; b)
an increase in the supply of official development assistance; c) removal of protectionist barriers
in industrial countries; and, d) creation of a joint subcommittee of both Interim and Development
committees to examine proposals for reform and improvement of the international monetary
system.
April 9: In remarks to reporters, Nigel Lawson, head of public finance for the United Kingdom, said
his country will be putting forward specific proposals calling for much longer repayment periods
and grace periods, the conversion of loans to outright grants for certain countries and interest rate
concessions. The current repayment limit for Paris Club reschedulings is 10 years. A separate French
proposal also calls for an easing of Paris Club terms, as well as making the repayment terms of the
IMF's compensatory financing facility more concessionary. That facility provides countries loans to
compensate for losses in export revenues due to price declines for raw materials commodities.
The IMF staff and the finance ministers and central bank chiefs meeting in Washington also
expressed concern for the debtor countries in general. "Despite the very low levels of borrowing,"
the IMF said in a report released April 9, "ratios of debt to exports continued to worsen, largely
because of declining export earnings." The report stated that for the oil-exporting developing
countries, debt servicing costs were triple export earnings at the end of 1986. Next, commercial
banks were called on to provide additional financing, a crucial element of the US debt relief plan,
known as the Baker Plan. The US initiative also calls for net lending to debtor nations from the
multilateral financial institutions in exchange for economic reforms implemented by debtor nation
governments.
April 10: In a speech before the joint IMF-World Bank Development Committee, US Treasury
Secretary James Baker said Washington, along with other Paris Club creditors, is willing to examine
further measures to provide greater relief on official credits. The Paris Club is a group of western
creditor governments which meets on an occasional basis to renegotiate official debts in their
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capacity as creditors. For debt rescheduling, the Paris Club officially requires that the debtor country
have reached an agreement with the IMF on economic adjustment measures.
Baker also criticized the banks' negative attitude toward lending more resources, their slowness in
arriving at agreements with debtor nations, and their lack of creativity. In 1986, he said, net loans to
the principal debtors as a group were negative, and the new financing package for Mexico required
too much time and energy. In a statement to the Development Committee, World Bank president
Conable added his voice to the others urging new mechanisms to reduce the financial burdens of
the poorest countries. He said that without new measures, the "adjustment process in sub-Saharan
Africa is at serious risk, and attention to longer-term issues of human resource development an
natural resource management is postponed indefinitely...Recent rescheduling suggestions from
Club of Paris members are the sort of new measures the World Bank wishes to encourage."
In a second statement to the Development Committee, Baker said that the debtor countries must
continue to do their part in encouraging commercial bank funding by liberalizing trade and
investment policies, and encouraging the swapping of debt in the debtor country for equity. Such
swaps may include the issuance of government bonds to a creditor bank or providing the bank with
investment in a government-controlled industry in return for cancelling a portion or all of the debt.
While Baker's statements suggest increased flexibility by the United States in considering ways
to finance global debt, there was no indication by US officials of a change in previously expressed
opposition to converting loans to grants. "I believe our debt strategy has made a good start,"
Baker told the Development Committee, "and I expect further progress." He stated that all
parties concerned must be "realistic," and recognize that such reforms require time, and that the
necessary time frame will vary among nations, "depending upon each country's willingness to
make the difficult reforms that will promote growth and earn the continuing financial support of the
international community."
Baker called on the commercial banks to develop a series of alternative new money options from
which all banks with outstanding loans to foreign borrowers can choose in providing continuing
support for debtor reform. He noted recent financial innovations, such as the Philippine investment
notes, the Chilean retiming mechanism and Argentina's bearer bond proposals. The Philippine
proposal would provide creditors with notes that they could redeem for investments in Philippine
industry. The Chilean mechanism would limit debt repayments to once a year, which would
generate considerable savings, and the Argentine option would have bearers of bonds swapping
debt for government bonds.
World Bank chief Conable expressed his support for the Baker Plan as "still...the most viable
framework for addressing the debt burdens of many middle-income countries." Baker told
the Development Committee that resolution of the debt problem will require the industrial
countries and international institutions to concentrate on ways to make better use of existing
financial aid resources. "We believe bilateral assistance...is inadequately coordinated with
Bank and Fund lending operations...This fails to maximize the impact of external resources and
unnecessarily complicates the job of low-income countries in attempting to develop and implement
comprehensive reform programs." Baker said it is important to use such funds effectively since
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budgetary restraints in industrial countries "make it unrealistic to expect substantial increases in our
assistance on the near future."
At a press conference at nearly midnight, chairman of the Development Committee Bernard
Chidzero, said, finance ministers made some progress in reaching certain understandings among
nations. However, he added that they had not yet found real solutions to the debt problem. Next,
committee members recognized that the Baker Plan has produced some positive results, and that
its central concern with economic growth "is correct," said Chidzero. "But, considering the negative
tendencies of the world economy, and the attitude of the banks, there is agreement that additional
efforts are necessary for refining the strategy and new focuses for financial resources."
On the agreements reached during the week among the industrial nations to stabilize exchange
rates, he said, the former had not yet found solutions for harmonizing their exchange rates and trade
relations. (UPI, 04/11/87) In a statement released in the evening hours, the Development Committee
indicated that low-income nations, particularly those of sub-Saharan Africa, need greater resources
on concessionary terms.
The Committee called on the Paris Club to offer more "realistic" debt refinancing packages. Next,
the Committee criticized developed nations' agricultural product protectionism. The latter was
considered to be largely reponsible for low raw materials prices in the world market. In addition, the
Committee requested that the IMF and the World Bank develop a study of industrial protectionism.
Next, the statement indicated that the only effective means of overcoming low primary product
prices is increased world economic growth. In the meantime, multilateral institutions must assist
developing nations in becoming less dependent on primary product markets via export product
diversification.

-- End --
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